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1951 SURVEY OF CONSUMER FINANCES
Part IV. Distribution of Consumer Saving in 1950
 x
Approximately 32 million of the 52 million
spending units in the nation saved some of their
incomes in 1950. About 17 million units spent
more than their incomes while approximately 3
million lived just within their incomes. The aver-
age amount saved was considerably larger than in
1949.
As defined in the Survey of Consumer Finances,
consumer saving is the difference between current
income and the sum of current expenditures for
consumption and tax payments. Consumption ex-
penditures are defined to include not only expendi-
tures for nondurable goods and services but also
purchases of automobiles and other consumer
durable goods except houses, which are regarded
as capital assets. Expenditures to reduce debt are
counted as saving and increases in debt are de-
ducted from saving.
Since the total amount of current expenditures is
not obtained by the survey, and since for some
purposes a direct estimate of saving has numerous
advantages over a residual figure, total saving is de-
rived by ascertaining year-to-year changes in cer-
tain types of consumer assets and liabilities. This
procedure yields a direct estimate of changes in
net worth exclusive of capital gains and losses.
Additions to and withdrawals from different types
of assets and liabilities are summed to obtain an
1This is the fourth in a series of articles presenting the
results of the 1951 Survey of Consumer Finances sponsored
by the Board of Governors of the Federal Reserve System
and conducted by the Survey Research Center of the Univer-
sity of Michigan. The first article in the series appeared in
the June BULLETIN and covered the economic outlook and
liquid asset position of consumers. The second article, de-
voted to durable goods expenditures in 1950 and buying
plans for 1951, appeared in the July BULLETIN. The third
article analyzing the distribution of consumer income ap-
peared in the August BULLETIN. A final article analyzing
holdings of nonliquid assets will appear in a subsequent
issue of the BULLETIN.
The present article was prepared by Tynan Smith and
John A. Frechtling of the Consumer Credit and Finances
Section of the Board's Division of Research and Statistics.
The authors have necessarily maintained a close working
relationship with the staff of the Survey Research Center at
all stages of their work and in their analysis of survey tabu-
lations have had the benefit of many suggestions from the
Center's star?, particularly John B. Lansing and Harold W.
Guthrie.
estimate of net saving or dissaving for each spend-
ing unit. Units that on balance have increased their
net worth are referred to as positive savers, net
savers, or simply savers, and units that have re-
duced their net worth are referred to as negative
savers or dissavers. Aggregate saving is the differ-
ence between total saving of the positive savers and
total dissaving of the negative savers.
The proportion of spending units that dissavcd
declined from 34 per cent of all spending units in
1949 to approximately 32 per cent in 1950, in con-
trast to the trend toward more frequent dissaving
that had been evident in prior years. The decline
in dissaving reflected widespread increases in in-
come that outweighed increased consumer expendi-
tures for automobiles and other consumer durable
goods as well as an increase in expenditures for
nondurable goods and services. Reduction in the
proportion of dissavers was most pronounced at
income levels below $3,000.
The distribution of net saving among income
deciles (division of the population into tenths ac-
cording to size of income) changed considerably in
1950 and resumed the pattern that had prevailed in
1947 and 1948. During 1949 each of the four
lower income deciles had net dissaving, but with
improved conditions in 1950 only the lower two
deciles dissaved, and the amount they dissaved was
somewhat smaller than in 1949. As in former years
most of the net saving was accounted for by spend-
ing units in the top four income deciles.
Saving through increasing liquid assets was more
frequent in 1950 than in 1949, although the fre-
quency of large increases in holdings declined. The
proportion of spending units that saved by reducing
consumer indebtedness was larger in 1950 than in
the preceding year, but continued to be smaller
than the proportion that dissaved by increasing this
form of indebtedness.
SAVERS AND DISSAVERS
Income exceeded consumer expenditures for 61
per cent of all spending units in 1950, leaving them
net savers, and consumer expenditures exceeded in-
come for 32 per cent, leaving them net dissavers.
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The remaining 7 per cent of the spending units
neither saved nor dissaved on balance and were
zero savers. When compared with corresponding
figures for 1949, these proportions indicate a break
in the postwar decline in the frequency of saving
and at least a temporary reversal of the postwar in-
crease in the frequency of dissaving.
Savers. Approximately 32 million of the 52 mil-
lion spending units in the population covered by
the survey were positive savers in 1950. Of these
approximately 5 in 10 saved $500 or more and
5 in 10 saved less than $500. More than one-third
of all spending units had net saving amounting to
at least 10 per cent of their 1950 incomes (see
Table 1).
In 1950, as in other postwar years, the proportion
of positive savers increased progressively from the
lower to the higher income groups. It amounted
to only 34 per cent of the spending units with in-
comes of less than $1,000 and to 87 per cent of
those with incomes of $7,500 or more (see Table
2). In addition to saving more frequently, high-
income spending units tended to save larger pro-
portions of their incomes and larger amounts than
did the lower income groups. More than 3 in 10
spending units with incomes of $7,500 or more
saved 30 per cent or more of their incomes in 1950
as compared with 1 in every 10 spending units
with incomes of less than $5,000 (see Table 3).
TABLE 1
POSITIVE AND NEGATIVE SAVING AS A PERCENTAGE OF INCOME
1
[Percentage distribution of spending units]
Positive and negative savers
Positive savers—total . ...























































































COMPARISON OF POSITIVE AND NEGATIVE SAVERS WITHIN
INCOME AND OCCUPATIONAL GROUPS


















Skilled and semiskilled. .























































1 Spending units having negative incomes have been placed with
those whose dissaving equaled 25 per cent or more of income.
2 Savings in 1946 do not include interest accrued on Series E
bonds.
1 Spending units with money incomes in excess of expenditures.
1 Spending units with expenditures in excess of money incomes.
3 No cases reported or less than one-half of 1 per cent.
Tabulations made for the first time this year in-
dicate that about three-fourths of the spending
units headed by persons who had full or part
ownership of a business during 1950 were positive
savers and that for other occupational groups the
proportion was two-thirds or less. Business owner-
ship probably increases the incentive to save by
providing a direct investment outlet and in recent
years has yielded a relatively high income from
which to save. This incentive probably applies
to farm operators also, but in 1950 the propor-
tion of positive savers was smaller in this group
than in any other occupational group except the
unskilled and service workers and the retired.
This probably reflects the large proportion of low
incomes among farmers. Among the 60 per cent
of farm operators who were positive savers there
were many who saved relatively large amounts,
and over one-half saved more than $500 in 1950
(see Appendix Table 2). One-half of the farm
operators who saved had saving equal to 30 per
cent or more of their money incomes (see Table 3).
Zero savers. About 3 million spending units
spent their entire incomes and neither saved nor
dissaved in 1950. This was approximately the
same number as in 1949 and 1948. The zero
savers were not primarily spending units whose
withdrawals from savings happened to equal their
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additions to savings. Rather, for the most part,
they appear to have been spending units with in-
comes too small to provide a margin for saving or
a basis for incurring substantial amounts of con-
sumer debt, and with no liquid assets to draw upon.
As will be noted later in the discussion of principal
forms of saving, nearly all zero savers reported
having no contractual saving and no change in
liquid assets or consumer indebtedness.
Most of the zero savers had very low incomes.
More than 5 in 10 had incomes of less than $1,000
and nearly 8 in 10 had incomes of less than
$2,000. Nearly one-fourth of the zero savers were
retired persons, most of whom had low incomes
and small or no holdings of liquid assets. Un-
skilled workers were about one-fifth of the zero
savers and the miscellaneous group, many of whom
are housewives and students, were one-sixth.
Dissavers. About 17 million spending units or
32 per cent of all consumers dissaved in 1950. This
was a reversal of the previous postwar trend toward
an increasing proportion of negative savers from
27 per cent in 1946 to 34 per cent in 1949.
Amounts dissaved by dissavers were on the aver-
age smaller than the amounts saved by savers ($740
as compared with $840).
Most of the dissavers were in the lower income
groups, where much of the dissaving was associ-
TABLE 3
PERCENTAGE OF INCOME SAVED OR DISSAVED BY SPENDING UNITS WITHIN SPECIFIED GROUPS, 1950
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Family status of spending unit: •
Single person:
Age 18-44
Age 45 or over
Married:
Age 18-44, no children under 18.
Age 18-44, 1-2 children under 18
Age 18-44, 3 or more children
under 18
Age 45 or over, no children under
18











































































































































































































































































































































» Positive savers are spending units with money incomes in excess of expenditures and negative savers (dissavers) are spending units
with expenditures in excess of money incomes.
1 Excludes spending units for which income was not ascertained and thus adds to less than 3,415 cases.
• No cases reported or less than one-half of 1 per cent.
• Excludes spending units for which occupation of head was not ascertained and also spending units headed by housewives, students,
unemployed persons, and farm laborers; totals less than 3,415 cases.
6 Excludes cases where age of head of spending unit was not ascertained and thus adds to less than 3,415 cases.
• Excludes cases for which family status was not ascertained and thus totals less than 3,415 cases.
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SAVING AND DISSAVING WITHIN INCOME QUWiTUES, 1950
OUINTILE Percentage of Spending Units
E3 Dissavers
ated with declines in income. More than 1 in 10
dissavers, however, had incomes of $5,000 or more,
and these spending units tended to dissave large
amounts, in most cases $500 or more. Dissaving in
this group was usually associated with the purchase
of consumer durable goods.
Spending units headed by self-employed business-
men and managerial employees had the smallest
proportion of dissavers of any occupational group
(25 per cent). Dissaving of $500 or more was sub-
stantially more frequent (about 5 ia 10) among
dissavers in the professional, farm operator, and
retired groups than among dissavers in other occu-
pational groups. Dissaving to the extent of 25 per
cent or more of income was most frequent among
farm operators. This reflected in part the "feast
or famine" introduced into farming by local crop
failures and other sporadic factors, and in part the
fact that the survey's definition of income excludes
noncash income important to farmers, such as prod-
ucts produced and consumed - on the farm and
changes in inventories.
CAUSES OF SAVING AND DISSAVING
The previous discussion has indicated some of
the factors which influence the saving or dissaving
of individual spending units. There are numerous
influences which may act singly or in combination
to determine the saving of a particular spending
unit during any given period. The more import-
ant of these factors may be grouped into six general
classes.
Level of income. First, the absolute level of in-
comes is a major influence upon saving. Spending
units with low incomes must spend most of their
incomes on necessities and have relatively little op-
portunity to save. Most of the units in the very
low income groups are either zero savers or dis-
savers in any one year. It is important to note that
some of those in the low-income groups in any one
year are there because of declines in income. In the
high-income groups, a majority of the units are
positive savers. There is, however, a substantial
proportion of dissavers within the upper income
groups each year, primarily because of expenditures
for durable goods and emergencies.
Changes in income. A second factor influencing
saving is changes in income. Changes that appear
to be more or less permanent have a different effect
from those that are temporary in nature, such as
those arising from sickness, unemployment, or
variations in business or farm income. A tempo-
rary decline in income is likely to cause either a re-
duction in saving or dissaving. Aft increase that is
TABLE 4
POSITIVE SAVERS AS A PERCENTAGE OF ALL SPENDING UNITS




































































































































































1 Information is furnished only for groups- of 65 or more having
specified characteristic and change in income from preceding year.
2 Decline of 5 per cent or more;
3 Less than 5 per cent of change.
4 Increase of 5-24 per cent.
5 Increase of 25 per cent or more.
6 Not shown since number of cases m less than 65.
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TABLE 5
NEGATIVE SAVERS AS A PERCENTAGE OF ALL SPENDING UNITS
HAVING SPECIFIED CHARACTERISTIC AND SPECIFIED





































































































































































1 Information is furnished only for groups of 65 or more having
specified characteristic and change in income from preceding year.
2 Decline of 5 per cent or more.
3 Less than 5 per cent change.
4 Increase of 5-24 per cent.
8 Increase of 25 per cent or more.
6 Not shown since number of cases is less than 65.
expected to be sustained may encourage dissaving
through the purchase of durable consumer goods
in anticipation of the continued higher level of in-
come or may lead to increased saving because the
margin of income over outlays for maintaining the
previous living standard is increased. A decline in
income that is expected to reduce the level of in-
come for an extended period may bring a readjust-
ment of the spending pattern and, therefore, involve
less dissaving than when the income decline is ex-
pected to be temporary.
In 1950 there was an increase over 1949 in the
proportion of savers and a decrease in the propor-
tion of dissavers among spending units with in-
come declines (see Tables 4 and 5). Such a change
did not occur, however, among spending units
headed by managerial and self-employed persons. A
larger proportion of spending units with large in-
creases in income were positive savers in 1950 than
in 1949. Of the units with either no change or a
small increase in income, a smaller proportion
were positive savers in 1950 than in 1949 and a
larger proportion were negative savers.
Changes in prices and taxes. Price changes are a
third factor influencing saving. Changes in prices
of consumer goods and services may either offset or
reinforce changes in money income. If income
remains unchanged and prices rise, the effect upon
saving is similar to that of a decline in income.
The impact of price changes upon the saving of
individual spending units varies both because price
changes differ from commodity to commodity and
because spending patterns differ among consumers.
Changes in income tax rates have an effect upon
consumer saving that is in many respects similar
to that of price and income changes. The impact
of income taxes also varies among spending units
because of the progressive increase of rates from
low to high incomes.
The life cycle. Fourth, the different stages of the
life cycle of the family bring significant variations
in saving and dissaving. The changing pattern of
family income is one aspect of this picture and the
changing pattern of expenditures is the other.
Saving by young single persons, while frequent, is
generally limited by insufficiency of income. Mar-
riage and the setting up of a household are usually
accompanied by numerous expenditures for durable
goods and a high frequency of negative saving.
After children are born, the frequency of positive
saving tends to increase and that of negative saving
to decline. Purchases of life insurance and houses
tend to increase the importance of contractual
saving at this time. After the children have left the
home, there is somewhat less incentive to save and
usually less income, particularly when retirement
has been reached. At this stage of life, relatively
low income and limited access to credit tend to in-
crease zero saving. These generalizations are illus-
trated in Table 3.
Unusual expenditures. Large and irregular ex-
penditures for special purposes, such as the pur-
chase of an automobile or other consumer durable
goods or expenditures for medical treatment, edu-
cation, or travel, constitute a fifth factor which
influences saving or dissaving. While such ex-
penditures are associated in part with the life
cycle of the family, to a considerable extent they
are independent and merit separate considera-
tion. To the extent that such expenditures can be
anticipated, saving may be undertaken in advance.
But when the expenditures are made, they usually
involve dissaving either by reduction of liquid
assets or increase of debt, or both. Unless the
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purchase or expenditure is offset by positive saving
within the year, the spending unit is classed as a
negative saver. Approximately 7 in 10 dissavers
bought consumer durable goods in 1950 as com-
pared with 5 in 10 savers and 3 in 10 zero savers.
Over one-half of the spending units that made
durable goods expenditures of $500 or more in
cushion for business losses. The large proportion
of positive savers among business owners and the
relatively large amounts saved have been discussed
previously. Among farm operators the proportion
of positive savers is relatively small and the pro-
portion of dissavers relatively large in part because
of the extreme fluctuations in income from year to
TABLE 6
RELATION OF SAVING TO DURABLE GOODS EXPENDITURES





















































































































































1 Net of trade-in allowances.
2 Spending units with money income in excess of expenditures.
8 No cases reported or less than one-half of 1 per cent.
* Spending units with expenditures in excess of money incomes.
1950 were dissavers, while for the rest of the popu-
lation the proportion was approximately one-
fourth (see Table 6).
Ownership of a business or farm. A sixth factor
of importance to saving is the full or part owner-
ship of a business or a farm. Such ownership pro-
vides a direct investment outlet for saving and for
this reason acts as an incentive to saving. The
business owner may also wish to save other than
by investing in his business in order to provide a
2 The 14 billion dollar estimate of aggregate saving in
1950 obtained from the Survey of Consumer Finances dif-
fers from the 12 billion dollar personal saving estimate of
the U. S. Department of Commerce used in the Leading
Article of this BULLETIN both because of a difference in the
universe covered and differences in definition. The universe
of the survey is somewhat narrower than that of the Com-
merce saving aggregate in that the survey excludes non-
profit institutions, citizens living outside continental United
States, members of the armed forces living on military reser-
vations, residents of hospitals and other institutions, and
transient population. Among the chief differences with
respect to definition are the inclusion by the survey of pay-
ments to Government life insurance and retirement funds
other than social security payments and all payments made
year and from farm to farm and in part because of
the large number of low-income farmers.
AMOUNT OF SAVING
Aggregate saving of consumers amounted to 14
billion dollars in 1950, as estimated from survey
data.
2 This is a substantial increase from the 9
billion dollar estimate for 1949, and represents a
reversal of the downward trend in total net saving
during other postwar years (see Table 7). The
in connection with private life insurance and retirement
systems; the Department of Commerce includes only the in-
crease in the reserves of life insurance and retirement funds.
Furthermore, the personal saving concept of the Department
of Commerce includes the following items not included, or
included only in part, in the estimate of saving obtained by
the Survey of Consumer Finances: depreciation on farm and
nonfarm houses, changes in the assets of private trust funds,
changes in farm inventories, and changes in personal cur-
rency holdings.
A more detailed description of survey methods and defini-
tions is presented in the Appendix to "Distribution of Con-
sumer Saving in 1948," Federal Reserve BULLETIN, January
1950, p. 33.
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TABLE 7
SAVERS AND DISSAVERS: AGGREGATE AND MEAN SAVING
Item 1950 1949 1948 1947
52 52 51 49
As in previous years, the bulk of net saving was
done by spending units in the top four income
deciles. On balance, there was little saving or dis-
saving in the fifth to ninth income deciles. The
lowest income decile had a substantial amount of
negative saving in 1950, but less than in 1949 and
approximately the same as in 1948. The net nega-
tive saving of the lowest income decile year after
year reflects primarily the inclusion in this group of
spending units with temporary reductions in in-
come because of business or farm losses, sickness,
or other special circumstances.
All major occupational groups increased the
amount of their net saving in 1950 as compared
with 1949. Spending units headed by managerial
employees had the largest relative increase. All
age groups except the oldest increased the amount
of their net saving.
FORMS OF SAVING AND DISSAVING
Saving, as computed for the survey, includes 20-
odd components which are not homogeneous in
their impact on the economy, in their behavior
during fluctuations in economic conditions, or in
their influence on consumer allocation of income.
For some analytical purposes, groupings of certain
components of saving are more useful than the
sum of all. The survey's procedure of arriving at
saving by directly obtaining component elements
TABLE 8
PROPORTION OF TOTAL MONEY INCOME, POSITIVE SAVING, NEGATIVE SAVING, AND NET SAVING ACCOUNTED FOR BY EACH







Aggregate saving (billions of dollars)
Positive savers
Negative savers
Net saving of all spending units
(billions of dollars)








































NOTE.—Details may not add to totals because of rounding.
increase in net saving in 1950 as compared with
1949 reflected both in increased amount of saving
by positive savers and a reduced amount of nega-
tive saving by dissavers.
The distribution of total net saving of consumers
among the income deciles returned in 1950 to the
pattern of 1948 after the sharp increase in the share
of net saving of the top decile and the large increase
in the net negative saving of the lowest income de-
cile which occurred in 1949, as shown in Table 8.
Spending units ranked





















































































































































































































1 Income and saving data are based on interviews in January-March of the year following the one specified. The figures in this table
cannot be used to measure precisely changes in income and saving because of the limited size of the sample. However, it is believed
that the data show with reasonable accuracy the nature of certain broad changes in income and saving during these years. The surveys
for 1947 through 1949 differ somewhat in their definitions of saving, as discussed in "The Distribution of Consumer Saving in 1949," Appen-
dix I, Federal Reserve BULLETIN-, November 1950.
* Annual money income before taxes.
• Positiye saving comprises the saving of all spending UP its with money incomes in excess of expenditures.
4 Negative saving comprises the dissaving of all spending units with expenditures in excess of money income.
6 Net saving (plus or minus) is positive saving less negative saving for the combination of all units in each income decile.
6 Less than one-half of 1 per cent.
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makes it possible to divide the total saving of the
spending unit into contractual saving, changes in
liquid assets, changes in consumer indebtedness,
nonfarm business saving, and a miscellaneous
category.
The survey's data on the various forms of saving
are subject to response errors and biases, to biases
introduced through difficulty of distinguishing cur-
rent expense from saving, and to the large sam-
pling errors associated with estimates based on rela-
tively few cases. Certain of the biases are known
to be of opposite efTect on total saving although
their relative magnitudes cannot be precisely de-
termined.
Contractual saving. Participating in a contribu-
tory retirement plan, contracting for life insurance,
or incurring mortgage indebtedness with amortiza-
tion requirements in the purchase of real estate
commits a consumer to saving over a period of
years. Payments made as a result of such commit-
ments are classified in the survey as contractual
saving. Repayment of instalment debt is not in-
cluded in this category since instalment credit con-
tracts are usually of much shorter term than con-
tracts involving mortgages, life insurance, and pen-
sion funds.
Contractual saving of the individual spending
unit is somewhat overstated in the survey because
the total value of a life insurance premium is classi-
fied as saving. As a result, amounts more properly
charged to current insurance expense are included
as saving. On the other hand, interest accruals on
insurance reserves are not included as saving (or
as income). In the case of payments on mortgages,
only the reduction of the principal is included.
In 1950, a larger proportion of spending units
had contractual saving (77 per cent) than had any
of the other types of saving mentioned above (see
Table 9). More than 85 per cent of positive savers
and more than 70 per cent of dissavers were con-
tractual savers in 1950 (see Table 10). As would
be expected, relatively few zero savers (2 per cent)
had contractual saving.
Within each occupational group contractual
saving was more frequent and amounts saved were
larger for the higher income levels than for
the lower (see Table 11). Among occupational
groups, however, there were certain differences
in the pattern of contractual saving. Spending
units headed by farm operators reported contract-
ual saving less frequently than any other occu-
TABLE 9
PERCENTAGE OF SPENDING UNITS REPORTING VARIOUS TYPES






 l. . .
Life insurance:
Payment of premiums







Purchases of homes for own use
(nonfarm)
Purchases of other real estate (in-
cluding farms)
Mortgages taken out for home
purchases
Mortgages on other real estate. . .
Sales of houses, farms, and lots,











Profits left in business
Business loss .
Personal investment in business. .
























































1 Includes life insurance premiums, payments to retirement
funds, and payments on mortgage principal.
2 Excludes cases in which liquid assets increased solely because
of interest accrual on U. S. Goverment savings bonds. These
cases accounted for about 6 per cent of all spending units in 1950
and 8 per cent in 1949.
3 Data not available.
4 No cases reported or less than one-half of 1 per cent.
pational group except the miscellaneous group.
The difference was especially large at incomes of
less than $3,000. At this level, only one-half of
the farm spending units, in contrast to three-
quarters of the skilled and clerical groups, reported
contractual saving. The lower frequency of this
form of saving among farm spending units may be
the result of a reluctance to enter contractual ar-
rangements because of the instability of their in-
comes. Provision for life insurance and/or retire-
ment annuities may be less essential when a farm is
available for sale or as security for borrowing in
case of emergency, and when older members of
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the farm family continue to draw income from no-nfarm home owners. The previous year's survey
farm operations. The third element in contractual indicated that early in 1950 about 25 per cent of
saving, mortgage payments, was proportionately farm owners had debt secured by their farms; in
less important among farm owners than among contrast, about 45 per cent of nonfarm home owners
TABLE 10
FORMS OF SAVING WITHIN SAVING GROUPS
[Percentage distribution of spending units within saving groups]





















































































































































































































































































































































































1 Includes all types of U. S. Government bonds, savings accounts, and checking accounts.
2 No cases reported or less than one-half of 1 per cent.
3 Includes debt arising from instalment purchases of consumer goods and from instalment and single-payment loans granted by
banks, small loan companies, and other lending agencies OF individuals.
* Includes premium payments on life insurance policies, mortgage payments on residences and other real estate, and payments to
retirement funds.
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TABLE 11
CONTRACTUAL SAVING IN RELATION TO OCCUPATION AND INCOME, 1950
[Percentage distribution of spending units]






































$5,000 and over. . .
Skilled and semiskilled:
All income groups. .
Under $3,000
$3,000-$4,999























































































































































































1 Details may not add to totals because latter include cases for which income or occupation was not ascertained.
2 Includes cases for which the presence or the amount of contractual saving was not ascertained.
3 No cases reported or less than one-half of 1 per cent.
4 Includes farm laborers. Since 72 per cent of this group had incomes of less than $3,000 in 1950, a breakdown by income classes
was impracticable.
« Includes students, housewives, protective service workers, and retired and unemployed persons.
had debt secured by their homes. The difference
may have been accounted for in part by a decade of
relatively high farm income, and in part by the
more rapid increase in nonfarm home purchases
relative to farm purchases in recent years.
Spending units headed by unskilled workers re-
ported contractual saving less frequently than units
headed by other employed personnel. The tend-
ency of unskilled work to be casual as well as rela-
tively low paid may reduce the willingness, ability,
and opportunity of this group to enter contractual
saving arrangements. Contractual saving was least
frequent among spending units headed by students,
housewives, protective service workers, and un-
employed or retired persons. Most persons in
these categories, except for protective service
workers, have neither the amount nor regularity of
income required for contractual saving, and usually
their positions do not present opportunities to save
contractually.
There is little difference with respect to contrac-
tual saving between the managerial, the self-
employed, and the professional and semiprofessional
groups with incomes below $5,000. At $5,000 or
more, the frequency of contractual saving was less
among the self-employed group than among the
managerial and professional groups. Findings
based on small subgroups indicate that contractual
saving of $500 or more was more frequent among
the managerial group with incomes of $5,000 or
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more (61 per cent) than among the self-employed
at the same income level (36 per cent). The dif-
ference may be accounted for by retirement plans
among the salaried group and by the opportunity
for business investment among the self-employed.
Clerical and sales personnel and skilled and semi-
skilled workers had very similar patterns of con-
tractual saving at comparable income levels. In
both groups about 95 per cent of the spending units
with incomes of $5,000 or more saved contractually.
This was approximately the same proportion as for
professional, managerial, and self-employed persons
at the same income level.
The proportion of spending units having con-
tractual saving did not increase in 1950 but some
spending units apparently added to their commit-
ments. Payments into retirement funds and repay-
ments of mortgage principal increased in frequency
while life insurance premiums remained at about
the same frequency as in 1949 (see Table 9).
Contractual saving appears to have a stabilizing
influence upon total saving. The survey indicates
that spending units with incomes of less than $5,000
are more frequently net savers in the face of income
•declines if they have some type of contractual sav-
ing arrangement. Once it is undertaken there seems
to be reluctance or inability to discontinue this
type of saving, or to draw down or borrow against
the assets accumulated by past contractual saving.
Consumer indebtedness. Variations in the propor-
tions of spending units increasing or decreasing
their consumer indebtedness and in net changes in
aggregate consumer indebtedness have been pro-
nounced since 1947. The principal element of
consumer indebtedness as defined by the survey is
instalment debt arising from the purchase of auto-
mobiles and large household items. All other forms
of personal debt, except charge accounts and mort-
gage debt, are also included. Charge accounts are
not covered by the survey and mortgage debt is
excluded from consumer debt in order to limit this
category to relatively short-term debt.
The proportion of spending units that increased
their total consumer debt during the year declined
in 1950 and the proportion that reduced this form
of debt increased (see Table 12). Spending units in
the lowest and the highest income groups made use
of consumer credit less often than did spending
units in the intermediate income ranges.
3 Only
12 per cent of the spending units with incomes of
less than $1,000 and 20 per cent of those with in-
comes of $7,500 or more increased their consumer
debt, whereas the percentage for all spending units
as a group was 26. Decreases in consumer debt
were also less frequent in the income groups men-
tioned above than in the population as a whole.
The consumer indebtedness of more than one-half
of all negative savers and about 15 per cent of all
positive savers increased during 1950.
Liquid assets. The proportion of spending units
that reported adding to their liquid assets during
1950 by means other than accrual of interest on
savings bonds increased from 26 per cent in 1949
3 See "Purchases of Durable Goods and Houses in 1950
and Buying Plans for 1951," Federal Reserve BULLETIN, July
1951, pp. 760-71.
TABLE 12
CHANGE IN CONSUMER INDEBTEDNESS OF SPENDING UNITS WITHIN INCOME GROUPS
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1 Includes debt arising from instalment purchases of consumer goods and from instalment and single-payment loans granted by banks
.small loan companies, and other lending agencies or individuals. »
2 No cases reported or less than one-half of 1 per cent.
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to 29 per cent in 1950 (see Table 9).
4 An addi-
tional 6 per cent increased their holdings through
accrual of interest on savings bonds during 1950.
There was no change in the frequency (31 per
cent) of those drawing down liquid assets.
5
Increases in liquid assets were much more fre-
quent among savers of $500 or more (61 per cent)
than among savers of less than $100 (33 per cent),
as shown in Table 10. Less than 15 per cent of
the net dissavers had any increase in liquid assets.
About 50 per cent of the dissavers of less than
$500 and more than 70 per cent of the dissavers
of $500 or more reduced their liquid assets during
* Liquid assets as defined by the survey comprise all types
of U. S. Government bonds, checking accounts, savings ac-
counts in banks, postal savings, and shares in savings and
loan associations and credit unions. Currency is excluded.
5 For a listing of types of liquid assets and a more exten-
sive discussion of changes in holdings during 1950, see "The
Economic Outlook and Liquid Asset Position of Consumers,"
Federal Reserve BULLETIN, June 1951, p. 638.
Survey data permit two estimates of the change during
the year in the aggregate liquid asset holdings of con-
sumers. One is the difference between estimates of current
aggregate holdings obtained in two successive surveys.
Since survey estimates of holdings have been fairly stable
in recent years, though somewhat lower than outside esti-
mates, which have also been stable, estimated changes based
on the aggregates have agreed on the whole with outside
estimates.
The second estimate of change in aggregate liquid asset
holdings is derived by working from data regarding
present and year-ago holdings of liquid assets supplied
by individual respondents in a single survey. Estimates
obtained in this manner showed decreases in liquid assets
of about 3.5 billion dollars in 1947 and about 6 billion in
each succeeding year. This method of estimating enters the
computation of saving.
1950. Reduction of liquid assets, however, was
not uncommon among savers (about 20 per cent).
The relation between the ability to save and to dis-
save large amounts is illustrated by the finding that
14 per cent of all spending units reduced liquid
assets acquired through previous saving by $500
or more. Large reductions in liquid assets by
spending units that were net savers may be ac-
counted for by purchases of homes, other real
estate, or securities which were financed by drawing
down liquid assets as well as from current income.
Business saving. The frequency of positive non-
farm business saving (defined as profits left in an
unincorporated business or privately held corpora-
tion plus personal investment in such enterprises
minus losses and withdrawals from such businesses)
did not change significantly from 1949 to 1950,
after declining from 1948 to 1949 (see Table 9).
Since, on the average, business saving, where there
is such saving, is much larger than other forms of
saving, its importance in the aggregate of consumer
saving is much greater than its relatively low fre-
quency (less than 5 per cent) may imply.
Allocation of income. By use of survey data re-
lating to saving along with that referring to in-
come, tax liability, and expenditures on durable
goods, it has been possible to obtain the major
outlines of the use of income by consumers. A
necessary qualification is that the data relating to
expenditures on services and items other than dur-
able goods are residuals and are therefore subject
to greater error than the other, directly estimated,
data.
TABLE 13


































































































1 Less than one-half of 1 per cent.
2 Estimated Federal personal income tax liability on income, apart from capital gains and losses.
3 Includes automobiles, furniture, radios, television sets, and household appliances such as refrigerators, ranges, washing machines,
vacuum cleaners, home freezers, and other miscellaneous appliances. Expenditures net of trade-in allowances in both years.
4 Covers expenditures for all goods and services not included in selected durable goods (see footnote 2). Includes food, housing,
clothing, medical care, other living costs, State and local taxes, recreation, transportation and education, as well as expenditures for durable
goods such as floor coverings, jewelry, fur coats, and other miscellaneous items.
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TABLE 14
POSITIVE AND NEGATIVE SAVERS WITHIN INCOME QUINTILES
 1
[Percentage distribution of spending units]
Spending units ranked


































































































































































































1 Income and saving data for the postwar years are based on the
annual Survey of Consumer Finances made in the first quarter
of the year succeeding that for which data are given. The 1941
data are estimated from information obtained from Family Spend-
ing and Saving in Wartime (Bureau of Labor Statistics, Bulletin
No. 822), April 1945. 2 Spending units with money incomes in excess of expenditures.
3 Spending units with expenditures in excess of money incomes.
4 No cases reported or less than one-half of 1 per cent.
NOTE.—The figures in this table cannot be used to measure
precise changes in the relation of saving to income. However, it
is believed that the data show with reasonable accuracy the nature
of certain broad changes in the pattern of income and saving
during these years.
The 1941 data were obtained by a process of freehand graphic
interpolation of cumulative frequency distributions based on data
for various income size groups.
The survey covering 1941 and the surveys covering 1946 through
1950 differed somewhat in their definitions of money income, say-
ing, and the spending unit, in the universe covered, as well as in
sampling methods. The surveys for 1946 through 1950 also
differed somewhat in their definition of saving, as discussed in
Appendix I to "The Distribution of Consumer Saving in 1949,"
Federal Reserve BULLETIN, November 1950, p. 1452.
The findings relate to the disposition of the aggre-
gate income of consumers within income quintiles
(division of the population into fifths according
to size of income) and should not be interpreted
as typical patterns of behavior. Many factors be-
side income affect the spending unit's expenditure
and saving. The level of income, however, is the
most important factor in influencing the allocation
of income.
The increase in the proportion of consumer in-
come saved in 1950 over 1949 for the entire popula-
tion is accounted for, in large part, by the decline
in dissaving of the two lowest income quintiles
(see Table 13). Many of those in the two lowest
income quintiles in 1949 were there because they
had experienced temporary reversals, such as busi-
ness losses and unemployment. The general im-
provement of economic conditions in 1950 reduced
the frequency of these temporary reverses and thus
reduced the number of spending units that dis-
saved. The lowest income quintile also reduced
the proportion of income used to purchase durable
goods.
The distributions of income, saving, and various
expenditures among various income quintiles are
summarized in Table 15. Supplementary data re-
lating to saving within income quintiles, the dis-
tribution of saving among age and occupational
groups, and the saving of family units is shown in
Tables 14, 16, and 17.
Use of Government insurance dividends. Many
spending units include former servicemen who re-
ceived sizable dividends on their national service
life insurance during 1950. Of the spending units
that received a dividend, about one-third either re-
duced their debts, increased their liquid asset hold-
ings, or paid taxes from the proceeds. Over one-
half reported using the dividend to purchase goods
or services. The remaining spending units in the
group reported both types of use or were not able
to single out any specific use of their dividends. No
information was obtained to indicate the effect of
the dividends upon the use of other funds by the
spending units.
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TABLE 15















































































































1 Annual money income before taxes.
1 Estimated Federal personal income tax liability, apart from capital gains and losses.
* Disposable income is defined as money income less estimated Federal personal income tax liability.
4 Includes automobiles, furniture, radios, television sets, and household appliances such as refrigerators, ranges, washing machines,
and other miscellaneous appliances. Expenditures are net of trade-in allowances.
1 Covers expenditures for all goods and services not included in selected durable goods (see footnote 4). Includes food, housing,
clothing, medical care, transportation, recreation, education, and State and local taxes, as well as expenditures for durable goods such a3
floor coverings, jewelry, fur coats, and other miscellaneous durable items. These estimates are residual items and are less reliable than the
directly estimated items.
TABLE 16
PROPORTION OF POSITIVE, NEGATIVE, AND NET SAVING ACCOUNTED FOR BY AGE AND OCCUPATIONAL GROUPS
Group characteristic









Occupation of head of spending unit:




























































































































































































































1 Positive saving comprises the saving of all spending units with money incomes in excess of expenditures.
2 Negative saving comprises the dissaving of all spending units with expenditures in excess of money income.
> Net saving (plus or minus) is positive saving less negative saving for the combination of all units in each group.
4 Less than one-half of 1 per cent.
5 Farm laborers were classified in the unskilled category in 1949 and in the "all other" category in 1948 and 1950.
6 Includes farm laborers (for 1948 and 1950 only), students, housewives, protective service workers, retired and unemployed persons,.
and those for whom occupation was not ascertained.
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TABLE 17
DISTRIBUTION OF POSITIVE AND NEGATIVE SAVERS ACCORDING TO RELATION OF SAVING TO INCOME
BY INCOME GROUPS OF FAMILY UNITS, 1950
[Percentage distribution of family units within income groups]
Positive and negative savers
Positive savers—total


































































































































1 Based on 1950 money income before taxes.
2 No cases reported or less than one-half of 1 per cent.
8 Family units with expenditures in excess of money income.
APPENDIX
ALTERNATIVE DEFINITION OF SAVING
The definition of saving as income minus con-
sumption is equivalent to the definition of saving
as the change in the net worth (total assets minus
total liabilities) of the spending unit. This formu-
lation of the definition suggests the procedure
used by the Survey of Consumer Finances in com-
puting saving. Thus, saving is obtained as the
sum of changes—apart from capital gains or losses
—in various items which may be described as com-
ponents of a consumer's balance sheet. The sum
of these changes is, of course, equal to the change
in net worth. Changes during the year in the liquid
asset holdings of the spending unit, in its short- and
long-term indebtedness, in its holdings of corporate
stocks, and in its other assets and liabilities are ob-
tained through the survey interview and combined
to obtain an estimate of the year's saving of the
spending unit.
1
When calculating saving from changes in various
aFor a complete listing of the component elements enter-
ing the survey's calculation of saving, see Appendix to "The
Distribution of Consumer Saving in 1948," Federal Reserve
BULLETIN, January 1950, pp. 33-34.
assets and liabilities, the question arises as to which
items should be included. Its answer requires de-
cision regarding the appropriate distribution of
outlays between current consumption and saving.
In general, the items in the survey's computation
of saving include only those usually characterized
as financial, i.e., dollar claims by or against the
spending unit. Exceptions arise, however, in the
inclusion of purchases and improvement of real
estate as saving items and the sale of real estate
as a dissaving item. Included as real estate are
homes, which may be characterized as assets di-
rectly useful to consumers rather than as sources
of money income or as reserves against emergencies.
Obviously, many other assets owned by con-
sumers share the characteristics of homes in fur-
nishing direct services over an extended period of
time. Therefore, it is not entirely proper to view
the depletion of liquid assets, the assumption of
consumer indebtedness, or the use of income for
the purchase of such items as dissaving items for
the year of purchase without recognition of the
fact that the life and value of the asset will not be
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exhausted in that year. Correct accounting pro-
cedure in years following the purchase would in-
clude as an expense, i.e., an offset to saving, an
amount equal to the decrease in the value of the
longer-lived assets as the result of their use during
the year.
Any attempt to carry out in detail the procedure
outlined above soon meets with many obstacles.
The items to be included among consumer assets,
the values to be assigned to them, and the rates at
which they are to be depreciated raise many diffi-
cult questions. In the calculation of an alternative
saving concept in the 1950 survey, it was found
practicable to take into account only depreciation
on homes, purchases and sales of automobiles, and
depreciation on automobiles purchased during the
year.
2 In this survey, depreciation is included for
all cars rather than only cars purchased during the
year. The difficulty of obtaining a fairly complete
list of other durable goods and, to an even greater
extent, the difficulty of valuing them argue against
any attempt to formulate a definition of saving in-
cluding a longer list of assets. It may also be
argued that automobiles and homes are unique
when compared with other durable goods used by
consumers in that markets for them are much
better organized.
A summary of the adjustments made to obtain
the amount of saving by each spending unit under
the alternative definition follows. Nonfarm home
owners were charged with depreciation equal to
one and one-half per cent of the value they esti-
mated for their homes. No depreciation charge
was made on homes purchased during the year.
Any purchase of an automobile or any sale of one
by a spending unit that bought an automobile dur-
ing the year was considered as a saving or dis-
saving entry respectively. The amounts involved
were actual dollar amounts obtained in the inter-
view. Trade-ins were also considered as dissaving
items. Sales of cars by spending units that did not
buy a car during 1950 were not obtained by the
survey and could not be included as a dissaving
entry.
Depreciation on automobiles bought prior to
1950 was considered as 25 per cent of an estimated
end-of-year, value for cars 12 years or less in age.
This procedure was based on the assumption that
a car's value is approximately 10 per cent of its
2 Sec Appendix II, "Distribution of Saving in 1949," Fed-
eral Reserve BULLETIN, November 1950, pp. 1453-55.
original cost by the end of 10 years. Estimates
of year-end values were made for four-door sedans
of the next to lowest price line of each make and
model-year. Make and model-year of the car (or
cars) owned by the spending unit were obtained in
the survey interview. Spending units owning a
car for only a portion of a year were charged with
one-half the depreciation charged for a full year's
ownership.
Certain limitations imposed by the use of a
simple, practical procedure are obvious. Neverthe-
less, the alternative definition of saving is useful
in furnishing a guide to changes in the economic
position of consumers. Obviously, the position of a
consumer who draws down his liquid assets to buy
an automobile has not deteriorated to the same
extent as that of one who has used his liquid assets
to pay for medical expenses. The definition of
saving used in the main body of the article does not
distinguish between these two cases.
Saving, under the alternative definition outlined
above, amounted to approximately 18 billion dol-
lars, or about 4 billion dollars more than the esti-
mate under the standard definition. The inclusion
of amounts paid for automobile purchases as saving
items outweighed the effects of depreciation on
automobiles and nonfarm homes. Concentration
of the amount of saving within the income group
$7,500 or more was somewhat less under the alter-
native than under the standard definition (see Ap-
pendix Table 1). This is the result of greater dis-
persion of automobile purchases (the dominant ele-
ment in the adjustments) than of saving under the
standard definition and of greater concentration of
depreciation on houses among the upper income
groups.
APPENDIX TABLE 1
PROPORTION OF NET SAVING ACCOUNTED FOR BY INCOME
GROUPS UNDER STANDARD AND ALTERNATIVE DEFINITIONS,
1950






























1 Less than one-half of 1 per cent.
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APPENDIX TABLE 2
SAVERS WITHIN INCOME AND OCCUPATIONAL GROUPS UNDER STANDARD AND ALTERNATIVE DEFINITIONS OF SAVING, 1950
[As a percentage of spending units within group]






































By occupation of head of unit:
3
Professional and semiprofessional























































































































































1 Excludes spending units for which income was not ascertained.
2 No cases reported or less than one-half of 1 per cent.
8 Excludes spending units for which occupation of head was not ascertained and also spending units headed by housewives, students
unemployed persons, and protective service workers.
APPENDIX TABLE 3
ZERO SAVERS AND DISSAVERS WITHIN INCOME AND OCCUPATIONAL GROUPS UNDER STANDARD AND ALTERNATIVE DEFINITIONS
OF SAVINGS, 1950
[As a percentage of spending units within group]


































By occupation of head of unit:
3
Professional and semiprofessional








































































































































1 Excludes spending units for which income was not ascertained.
2 No cases reported or less than one-half of 1 per cent.
8 Excludes spending units for which occupation of head was not ascertained and also spending units headed by housewives, students,
unemployed persons, and protective service workers.
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The frequency of dissavers among the whole
population was slightly larger under the alternative
definition than under the standard definition. Zero
savers became less frequent as the result of the ad-
justments in definition. No significant shift was
shown in the frequency of positive savers in the
whole population. The effects, however, were not
uniform throughout all income groups. The ad-
justments increased the frequency of dissaving very
noticeably in the two lowest income groups but
decreased it or did not affect it significantly in the
$2,000 or more income group. The frequency of
both positive and zero savers in the two lowest
income groups fell off with the change in definition.
At incomes of $2,000 or more, the frequency of
positive savers increased, while that of zero savers
showed little change.
Among occupational groups, the most striking
change was found among the retired, for whom the
frequency of dissaving rose from 34 to 57 per cent
as a result of the change in definition. The high
frequency of home ownership and therefore of
depreciation on houses among the retired group
accounted for this sharp rise. The retired are
the only occupational group for which the fre-
quency of dissaving increased as a result of the
adjustments. In all other occupational groups,
except farm operators, there was a tendency toward
a greater frequency of saving and a lesser fre-
quency of dissaving. It should be noted that de-
preciation on farms was not included as a dissaving
entry for farm operators since it properly belongs
with farm operating expenses.
CURRENT EVENTS AND ANNOUNCEMENTS
Federal Reserve Meetings
The Federal Advisory Council held a meeting in
Washington on September 16-18, 1951, and met
with the Board of Governors of the Federal Reserve
System on September 18, 1951.
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